
OF NffT YORK

TATC C9MI{ISSION

ry,{ d,iifs'
STATE

In the llatter of PetLtion

of

woRLD ltlpE VOLr(sg4Gns CORP.

for redeter:nrl.natl.on of defieLencLes of
franchlre tarr under Artlcle 9-A
of the ta:t law for the fLscal yetrs
ended Novernber 30, 1968 to November 30,
1971r Lnclugive

- - - - :

t{orld l{lde volkrwagen corp. havl.ng filed petltLon

for redeter:mi.natLon of defi.clenci.er of franchLre tarc under ArtLclc

9-A of the talt law for the flecal yearr ended Novcnber 30, 1968

to Novenber 30, Lg7L. Lnclucj,ve, and a hearlng havLng been held

ln eonncction thermlth at the offlce of the State Tar Coumigsion,

80 Centre Streetr Nqrl York Cj.ty, at which hearing Bcrnard 8. Cooper,

Ccrtl,flad Publlc Accountantp appeared peraonally and tertlfled on

behalf of the tarcpayerr and lhe record havlng been duly exanLned

and coneldered by the State Tan comnLggion.

It 1g hereby foundr

(1) the tdrpayer wtt Lncorporated Ln Nerr York state

on iluly 24r 1953 and le a dlstributor of autornobiles Pursuant to

a franchlrc &greement wtth Volkawagen of Amerlca, Ine., whlch

Lmporta the automobl,les.

(2! Based on a fleld audj.t exami.nati.on and cubeequent

eonferenc6rl the eorporatl,on Ta:t( Bureau Lgaued notlceg of deflclendier,

a portlon of wtrlch for each year ia In dfuputG aa followgt

Amount of Added
Tax ,.n Diepute-

t
a

3

t

Flsccl Year
. Epded

Lr/3o/68
LL/3a/6e
LL/so/7CI
LL/3ONL

Added Tax Per
Notice of Deficlencv

$6r  189 .20
11r  617 .14
17r  733 .  11
lg ,  2o4.  02

$5 ,996 .00
9,437 .  OO

14r  250.00
14r  340.00

llhe amount of added tax Ln dJ.cpute repregentc that

tortion of each defLcLency whtch ie based on dieallowLng ta a

deduction intereat expense attrLbut,able to subgldlary capltal ?!

fo l lows:
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Flgcal Yeor Ended
ffi

Lr/!o/68
LL/3o/6e
LLna/7o
LL/3o/71,"

Intereet Expehre Dlaallowod

$87,  2  18 .00
185,  996,  O0
283,975 .00
222,058 .00

@
ulcd t n arrl,vJ.ng

Total

(3) The folluwlng LnformatLon wal

at the above dlsallqtaneear

(al Total Lnterest expenle deducted on the returnt wr.
i277r951 for f l.scll year ended LL/3O/680 9648,942 for
flacal year ended LL/3O/69, 91r0101416 for f lecal yelr
ended LlhO/7O and 9810r280 for f lacal yeer ended LL/3O/7L.

(b) fntereat €xFente l.ncurred on Federal incone tan
ltabtltt iee-wae $52r914 for f lgcal yerr ended LL/3O/69 and
82r72L for f!,gcal year ended LL/3O/7O. Interelt exP€nro
incurred on loant Lo aequlre stock of a deceaged lhare-
holder was $135r69? for-fl.pcal year ended LL/3O/7O and
9421250 for f, iscal year ended LL/3O/7L.

(c) $ubtractlng the anountl in (b) from thore ln (a)
relulted in adJuated lnterest expenae of 92771951 for
flscal year ended LL/3O/69, 9596'028 for f lccal ye-!r.--
ended Llno/69, $8711 998 for f lccal yerr ended LL/3o/1o
and $768'O2O for f lacal year ended LL/3O/7L.

(d) 1Fhe average cort of invertmente ln the capltal rtock of
the gubaldlariec plue averagc edvancer to subrldlarlee
was f7 '134r104 toi  f lacal  year ended LL/3O/68, $811531946
for ii.ocal year ended LL/3CI/69, $9r 976'L94 for fLrcal
year ended \t/ lO/lO and 910113?r183 fox fLscal yeer cnded
LL/IO/7t.

(e) llhe average total asgetl of the tdtPaycr wgrc i22-t735r IOt
for f!.acal year snded LL/3O/68, $26rL29.286 for f lrcal
yoar ended ltno/eg, $30r633'589 for fLrcal yet!-epgc.q-
|t/gO/lO and 9351061r517 for f iacal year endcd LL/3O/7L.

(f) llhe ratJ.o of tverage gubal.dt ary capltal elactr to avertge
total atsets tttt airLvad at by dtvldJ.ng (d) by (e)
reaultLng ln percentager of g1r2o6't| for fle-g?r._yeal^e1999
LL/3O/68, gr.i?g$ for fLlcal y€rr ended LL/3O/69, 32.555X
for fLscal year sndsd LL/TO/7O and 28.913?6 for f lrcal
year ended LL/3O/7L.

(g) The amount of lnterert e$pente dlsallowed at (f)''ilove
wt! arrlved at by multiPlying (c), whlch lr qdturqg$
Lnterset expenrel by thl per-entagea computed I'n (f),
whlch ts the ratlo af avelage subal.dlary capltal erletr to
lvenge total |tset!.

(4) 1,he franchise tax returnl dl,acloge that the La*Payer

sxcluded from enLtre net Lncome lnteregt incone from lubrldiary

capLtal ac follqrar



!!otaI
2  11 ,045

Frrffs'5r-
The above i.ncome wa! elLnLneted by the tarcpryer pureuant

to Sectlon 208.9(a) (1) of the tur law, whleh reade ln pertr

" (a) Entl.re net, J.neome ehall not lncludet
t(U Income, gainr rnd lorsec from aubrldlary capltal ...r

(5) The amount of Lnterert etrpan.e dl.rallowcd by thc

CorXnratl.on Tax Bursau totaled $7791247 as lndLcated ln trtcn 2.

Such adJurtment wt! bared on SectLon 208.9(b) (6) of thc ttx hw

r*rlch readsr

'(b) Entl.re net Lncome ahall be deternlned wlthout
the excluelon, deduction or credJ.t of I

" (6) ln the diseretLon of the trx conmirelonr tny
tnount of Lnterest dlrsetly or l.ndl.rectly and any other
uount dlrectly attrlbutable er a earrylng chargc or
otherwl.ae to subcr.dlary capl,tal or to Lncomcr galna or
loarel f,rom gubrldl.ary capltalr'

(6) Sectl.on 208 of the tar law readr ln partr

o3. Ttre tern tgubeLdLtryt meanl a eorPoratlon of
wlrlch over ftfty per centum of the nunber of rharer of
atock entLtllng the holderr thereof to vote for the
election of dlrectora or truetees l.a owned by the
Urxpry€rt

14. lfhe teru 'aubaLdl,ary capttalr meant invcrtmentg
J,n the ctosk of eubei.dlarLes and any Lndebtednett fron
cubrldLarLes

lhe Stat€ lar

DECIDES r

CommissLon herby

(A) !!he tqptpayerfc Lnveetmcntr Ln the rtock of and advtncel

to gubrLdi.arles eonatltute eubgLdlary capltal puieuant to Section

208 of the tan hu. A cor1rcrat,lon acgulrer ltr !!!GtB over the

yeart by borrorl.ngc, other formr of ltabtlttler, sale of capltal

rtockr earnod aurpluc from operatl.onr, and capLtal eurplut. Each

arset held by the taxpayer bean lte prorata aharc of ruch

borrowl.ngr, other llabtlltleg and net worth. AceordlnglY, a

proportlonlte part of the tntereat exPenre on borrowtnge 1r Ln-

dlrectly attrLbutable to aubsl.dl.ary capltal to the extent of the

percentage lrrlved at by dtvtdLng lverage aubrldlery capltal

attett by average total astats.
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(B) lt has baen the conolrtent pollcy of the comml.rsLon

to dLcellow Lnterert expenae attrLbutable to aubaidiary capltal

l.n rccordance wlth Section 208.9(b) (6) of the tan law. Such

dLaallowanee J.r requLred to pravent the taxpsyer from recel.ving

a double beneflt stnce Section 208.9(a) (U provlder that the

tarrpayer uay exclude Lncone fron aubrldlary cepital. ![hc

turpayer hac conrlrtently enJoyed the benefl.t of the exclurl.on

of l-ncome from aubeldiarles as rhwn Ln ften (4, ,

(C) lhe Lnterest extente of $1351597 for f l.scal year ended

LL/3O/1O and 9421260 for f ireal yelr ended ll ' /3o/7\whlch werG In-

curred on loans to acqu!.re stock of a deceuad ehareholder, ehould

not have been allorred ae deduct,Ion in computLng the amount of

interest expenae attributable to rubrldtary capltal. Accordlngly,

revlred defl.ciencles are computel ar follovrt

Plscal Ycer Endad Piscal Year Ended
LL/30/70 LL/30/7L

lntereat qxpenee lnvolved
RatLo of average subridlary

capltal asaett to average
total ataatc aE ahown at
I ten (3) ( f )

Allocated interest
Buliners alloeatlon %
lfarrrble base
Added tan at 716
Added tarc at 8.833%
OrLEinal tat( defLciency
Rev{*ed tax deflcLency

$135 ,697  .  OO $42 r  260.00

(D) The foregoing revised tan deficienciee for flrcal

yerrr ended Ll/3o/7o and LL/3o/7Lr lnd the tax defLciencles for

fJ.scal years ended I1,/30,/6e and Ll./3O/69 eet forth at lten 2 lre

afffumed together with Lnterest ln accordance wlth gectlon 1084 of

the tatr ltw.

Datedr Albany, Neu york

th t r  30 th  day  o f  Apr i l  ,  L974.

32.566t6
44,  191.  O0
7L,737L%
31,  ?01 .  oo

2  r  2 I9 .  0O

17,  733  .  11
19 ,952 .1 t .

28.913t6
12 ,219 .OO
73. 1079tr

8r  g3_3.00

789 .05
18 ,  204 .02
,18r  993.07

Comm


